| RC SEC. 408A. ROTH I RAS

408A(a) Ceneral Rule. —Except as provided in this section, a Roth I RA shall be
treated for purposes of this title in the sanme manner as an individua
retirenment plan.

408A(b) Roth I RA. —For purposes of this title, the term*“Roth | RA” nmeans an

i ndividual retirement plan (as defined in section 7701(a)(37)) which is
designated (in such nanner as the Secretary may prescribe) at the tinme of
establ i shnent of the plan as a Roth I RA. Such designation shall be made in such
manner as the Secretary may prescribe.

408A(c) Treatment of Contributions. —

408A(c) (1) No deduction allowed. —No deduction shall be allowed under section
219 for a contribution to a Roth | RA

408A(c)(2) Contribution limt. —Fhe aggregate amount of contributions for any
taxable year to all Roth IRAs naintained for the benefit of an individual shal
not exceed the excess (if any) of —

408A(c) (2) (A) the maxi mum anount al |l owabl e as a deducti on under section 219 with
respect to such individual for such taxable year (conputed without regard to
subsection (d)(1) or (g) of such section), over

408A(c) (2)(B) the aggregate anmpunt of contributions for such taxable year to al
ot her individual retirenment plans (other than Roth | RAs) maintained for the
benefit of the individual

408A(c) (3) Limts based on nodified adjusted gross income. —

408A(c) (3)(A) Dollar limt. —Fhe amount determ ned under paragraph (2) for any
t axabl e year shall not exceed an amount equal to the ampunt deterni ned under
paragraph (2)(A) for such taxable year, reduced (but not bel ow zero) by the
amount whi ch bears the same ratio to such amobunt as —

408A(c) (3) (A (i) the excess of —

408A(¢c) (3) (A (i) (1) the taxpayer's adjusted gross incone for such taxable year
over

408A(c) (3) (A (i)(11) the applicable dollar anmount, bears to

408A(c) (3)(A) (ii) $15,000 ($10,000 in the case of a joint return or a narried
i ndividual filing a separate return).

The rul es of subparagraphs (B) and (C) of section 219(g)(2) shall apply to any
reducti on under this subparagraph.

408A(c) (3)(B) Rollover fromI|RA -A taxpayer shall not be allowed to nake a
qualified rollover contribution to a Roth | RA from an individual retirement plan
other than a Roth I RA during any taxable year if, for the taxable year of the

di stribution to which such contribution relates —

408A(c) (3)(B) (i) the taxpayer's adjusted gross incone exceeds $100, 000, or



408A(c) (3)(B)(ii) the taxpayer is a married individual filing a separate return
408A(c) (3)(C) Definitions. —For purposes of this paragraph —

408A(¢c) (3) (O (i) adjusted gross incone shall be determined in the sane nanner as
under section 219(g)(3), except that any anount included in gross incone under
subsection (d)(3) shall not be taken into account, and

408A(c) (3) (O (i) adjusted gross income shall be determined in the same nanner as
under section 219(g)(3), except that —

408A(¢c) (3) (O (i) (1) any anmpunt included in gross incone under subsection (d)(3)
shall not be taken into account; and

408A(¢c) (3) (O (i)(11) any amount included in gross inconme by reason of a required
di stribution under a provision described in paragraph (5) shall not be taken

i nto account for purposes of subparagraph (B)(i), and

408A(c) (3)(Q(ii) the applicable dollar amunt is —

408A(¢c) (3)(CQ(ii)(l) in the case of a taxpayer filing a joint return, $150, 000

408A(c) (3) (O (ii)(Il) in the case of any other taxpayer (other than a married
i ndividual filing a separate return), $95,000, and

408A(c) (3) (O (ii)(I11) in the case of a narried individual filing a separate
return, zero

408A(c) (3)(D) Marital status. —Section 219(g)(4) shall apply for purposes of
t hi s paragraph.

408A(c) (4) Contributions pernmtted after age 701/2 . —€ontributions to a Roth

| RA may be nade even after the individual for whomthe account is naintai ned has
attained age 70 1/ 2.

408A(c) (5) Mandatory distribution rules not to apply before death. —

Not wi t hst andi ng subsections (a)(6) and (b)(3) of section 408 (relating to
required distributions), the follow ng provisions shall not apply to any Roth

| RA:

408A(c) (5) (A) Section 401(a)(9)(A).

408A(c) (5)(B) The incidental death benefit requirements of section 401(a).
408A(c) (6) Rollover contributions. —

408A(c) (6) (A) In general. —No rollover contribution nmay be nade to a Roth I RA
unless it is a qualified rollover contribution

408A(c) (6)(B) Coordination with limt. —A qualified rollover contribution shal
not be taken into account for purposes of paragraph (2).

408A(c) (7) Time when contributions nade. —For purposes of this section, the rule
of section 219(f)(3) shall apply.

408A(d) Distribution Rules. —For purposes of this title —



408A(d) (1) Exclusion. —Any qualified distribution froma Roth |IRA shall not be
includible in gross incone.

408A(d) (2) Qualified distribution. —For purposes of this subsection —

408A(d) (2) (A) In general. —Fhe term“qualified distribution” neans any paynent
or distribution —

408A(d) (2) (A) (i) made on or after the date on which the individual attains age
59 1/2,

408A(d) (2) (A)(ii) made to a beneficiary (or to the estate of the individual) on
or after the death of the individual

408A(d) (2) (A)(iii) attributable to the individual's being disabled (within the
meani ng of section 72(m (7)), or

408A(d) (2) (A)(iv) which is a qualified special purpose distribution

408A(d) (2)(B) Distributions wthin nonexclusion period. —A paynment or
distribution froma Roth IRA shall not be treated as a qualified distribution
under subparagraph (A) if such paynent or distribution is made within the 5-

t axabl e year period beginning with the 1st taxable year for which the individua
made a contribution to a Roth IRA (or such individual's spouse nmade a
contribution to a Roth I RA) established for such individual

408A(d) (2)(C) Distributions of excess contributions and earnings. —Fhe term
“qualified distribution” shall not include any distribution of any contribution
described in section 408(d)(4) and any net income allocable to the contribution

408A(d) (3) Rollovers froman ira other than a Roth IRA. —

408A(d) (3)(A) In general. —Notwi thstanding section 408(d)(3), in the case of any
di stribution to which this paragraph applies —

408A(d) (3)(A) (i) there shall be included in gross income any anount whi ch woul d
be includible were it not part of a qualified rollover contribution

408A(d) (3) (A (ii) section 72(t) shall not apply, and

408A(d) (3) (A (iii) unless the taxpayer elects not to have this clause apply for
any taxable year, any anount required to be included in gross inconme for such

t axabl e year by reason of this paragraph for any distribution before January 1,
1999, shall be so included ratably over the 4-taxable year period beginning with
such taxabl e year.

Any el ection under clause (iii) for any distributions during a taxable year nay
not be changed after the due date for such taxable year

408A(d) (3)(B) Distributions to which paragraph applies. —Fhis paragraph shal
apply to a distribution froman individual retirenent plan (other than a Roth

| RA) maintained for the benefit of an individual which is contributed to a Roth
| RA mai ntai ned for the benefit of such individual in a qualified rollover

contri bution.



408A(d) (3) (C) Conversions. —Fhe conversion of an individual retirenent plan
(other than a Roth IRA) to a Roth IRA shall be treated for purposes of this
paragraph as a distribution to which this paragraph applies.

408A(d) (3) (D) Additional reporting requirenments. —Jrustees of Roth |RAs,
trustees of individual retirenent plans, or both, whichever is appropriate,
shal | include such additional infornation in reports required under section
408(i) as the Secretary may require to ensure that anmounts required to be

i ncluded in gross income under subparagraph (A) are so included.

408A(d) (3) (E) Special rules for contributions to which 4-year averagi ng applies.
—+n the case of a qualified rollover contribution to a Roth IRA of a
di stribution to which subparagraph (A)(iii) applied, the follow ng rules shal

apply:
408A(d) (3)(E) (i) Acceleration of inclusion. —

408A(d) (3)(B)(i)(1) In general. —Fhe anmpbunt required to be included in gross

i ncome for each of the first 3 taxable years in the 4-year period under
subparagraph (A)(iii) shall be increased by the aggregate distributions
fromRoth | RAs for such taxable year which are all ocabl e under paragraph (4) to
the portion of such qualified rollover contribution required to be included in
gross i ncone under subparagraph (A)(i).

408A(d) (3)(B)(i)(Il1) Limtation on aggregate anmount included. —fhe anount
required to be included in gross incone for any taxable year under subparagraph
(A)(iii) shall not exceed the aggregate anount required to be included in gross
i ncomre under subparagraph (A)(iii) for all taxable years in the 4-year period
(without regard to subclause (1)) reduced by anmpbunts included for all preceding
t axabl e years.

408A(d) (3)(E)(ii) Death of distributee. —

408A(d) (3)(B)(ii) (1) In general. —f the individual required to include amunts
in gross incone under such subparagraph dies before all of such anbunts are

i ncluded, all remaining amunts shall be included in gross incone for the

t axabl e year which includes the date of death.

408A(d) (3)(B)(ii)(Il) Special rule for surviving spouse. —+f the spouse of the

i ndi vi dual described in subclause (1) acquires the individual's entire interest
in any Roth IRA to which such qualified rollover contribution is properly

al | ocabl e, the spouse may el ect to treat the renmining anpbunts described in
subclause (1) as includible in the spouse's gross inconme in the taxable years of
t he spouse ending with or within the taxable years of such individual in which
such anpbunts woul d ot herwi se have been includible. Any such election nay not be
made or changed after the due date for the spouse's taxable year which includes
the date of death.

408A(d) (3)(F) Special rule for applying section 72. —
408A(d) (3)(F) (i) In general. —f —

408A(d) (3)(F) (i) (1) any portion of a distribution froma Roth IRA is properly

allocable to a qualified rollover contribution described in this paragraph; and
408A(d) (3) (F) (i)
t

( ) such distribution is nade within the 5-taxable year period
begi nning with

(
he taxabl e year in which such contribution was nade, then



section 72(t) shall be applied as if such portion were includible in gross
i ncone.

408A(d) (3)(F)(ii) Limtation. —€l ause (i) shall apply only to the extent of the
amount of the qualified rollover contribution includible in gross inconme under
subpar agraph (A)(i).

408A(d) (4) Aggregation and ordering rules. —

408A(d) (4) (A) Aggregation rules. —Section 408(d)(2) shall be applied separately
with respect to Roth IRAs and other individual retirenment plans.

408A(d) (4)(B) Ordering rules. —For purposes of applying this section and section
72 to any distribution froma Roth IRA, such distribution shall be treated as
made —

408A(d) (4)(B)(i) fromcontributions to the extent that the ampbunt of such
di stribution, when added to all previous distributions fromthe Roth I RA does
not exceed the aggregate contributions to the Roth IRA; and

408A(d) (4)(B)(ii) fromsuch contributions in the follow ng order

408A(d) (4)(B)(ii)(l) Contributions other than qualified rollover contributions
to which paragraph (3) applies.

408A(d) (4)(B)(ii)(Il) Qualified rollover contributions to which paragraph (3)
applies on a first-in, first-out basis.

Any distribution allocated to a qualified rollover contribution under clause
(ii)(11) shall be allocated first to the portion of such contribution required
to be included in gross incone.

408A(d) (5) Qualified special purpose distribution. —For purposes of this
section, the term“qualified special purpose distribution” neans any
di stribution to which subparagraph (F) of section 72(t)(2) applies.

408A(d) (6) Taxpayer may nake adjustnents before due date. —

408A(d) (6) (A) In general. —Except as provided by the Secretary, if, on or before
the due date for any taxable year, a taxpayer transfers in a trustee-to-trustee
transfer any contribution to an individual retirenment plan nmade during such
taxabl e year fromsuch plan to any other individual retirenent plan, then, for
pur poses of this chapter, such contribution shall be treated as having been made
to the transferee plan (and not the transferor plan).

408A(d) (6) (B) Special rules. —

408A(d) (6) (B) (i) Transfer of earnings. —Subparagraph (A) shall not apply to the
transfer of any contribution unless such transfer is acconpanied by any net
i ncomre allocable to such contribution

408A(d) (6) (B)(ii) No deduction. —Subparagraph (A) shall apply to the transfer of
any contribution only to the extent no deduction was allowed with respect to the
contribution to the transferor plan.



408A(d) (7) Due date. —For purposes of this subsection, the due date for any
taxabl e year is the date prescribed by |aw (including extensions of tine) for
filing the taxpayer's return for such taxable year

408A(e) Qualified Rollover Contribution. —For purposes of this section, the term
“qualified rollover contribution” means a rollover contribution to a Roth I RA
from anot her such account, or froman individual retirenment plan, but only if
such rollover contribution neets the requirements of section 408(d)(3). For

pur poses of section 408(d)(3)(B), there shall be disregarded any qualified

roll over contribution froman individual retirenment plan (other than a Roth |RA)
to a Roth | RA

408A(e) Qualified Rollover Contribution. —For purposes of this section, the term
“qualified rollover contribution” means a rollover contribution to a Roth I RA
from anot her such account, or froman individual retirenment plan, but only if
such rollover contribution neets the requirenments of section 408(d)(3). Such
termincludes a rollover contribution described in section 402A(c)(3)(A). For

pur poses of section 408(d)(3)(B), there shall be disregarded any qualified

roll over contribution froman individual retirenent plan (other than a Roth |RA)
to a Roth | RA

408A(f) Individual Retirenment Plan. —For purposes of this section —

408A(f) (1) a sinmplified enpl oyee pension or a sinple retirenent account nay not
be designated as a Roth I RA; and

408A(f)(2) contributions to any such pension or account shall not be taken into
account for purposes of subsection (c)(2)(B).



